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Abstract:

The output gap is one of the most important economic indicators that occupies
economists and policy maker minds ; It is the difference between real GDP from
potential GDP, because of the clarification of the reality of the economy and the
actual potential.

The research aims to estimate the Potential GDP and output gap in Iraq for
the period (2003 — 2014), and stems from the assumption that the output gap is
negative for the period (2003 — 2014) and therefore the latent GDP is greater
than the real GDP . For the purpose of verification of this hypothesis , has been
estimated stocks of fixed capital to Iraq for the same period under study; to
estimate potential GDP using the production function Cobb — Douglas.

The research has come to the existence of a negative gap on the length of
period (2003 — 2014); because of the superiority of Potential GDP the real GDP,
which is increasing annually increasing growth rates, implying the existence of a
deflationary gap in the Iragi economy on the length of period which is a waste of
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resources available to the community, leading to the emergence of deflation in the

Iraqi economy.
Key words: real GDP, fixed capital stocks, Potential GDP, output gap.
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Variable Coefficient Std. Error  t-Statistic  Prob.

C 2.984830 0.110630 26.98028 0.0000

X 0.107444 0.015032 7.147815 0.0000
R-squared 0.836310 Mean dependent var  3.683212

Adjusted R-squared 0.819942 S.D. dependent var 0.423612
S.E. of regression 0.179753 Akaike info criterion  -0.443460

Sum squared resid 0.323110 Schwarz criterion -0.362642
Log likelihood 4.660759 Hannan-Quinn criter. -0.473381
F-statistic 51.09126 Durbin-Watson stat 1.265971

Prob(F-statistic) 0.000031
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Dependent Variable: LOG(GDP)
Method: Least Squares

Date: 08/02/16 Time: 16:13
Sample: 2003 2014

Included observations: 12

Variable Coefficient ~ Std. Error t-Statistic Prob.

C 2.612726 0.078019 33.48824 0.0000
LOG(K) 0.102894 0.069052 1.490097 0.1704
LOG(L) 0.635067 0.121236 5.238251 0.0005
R-squared 0.974214 Mean dependent var 3.683222
Adjusted R-squared 0.968484 S.D. dependent var 0.423608
S.E. of regression 0.075202 Akaike info criterion -2.124955
Sum squared resid 0.050898 Schwarz criterion -2.003728
Log likelihood 15.74973 Hannan-Quinn criter. -2.169837
F-statistic 170.0142 Durbin-Watson stat 1.418593

Prob(F-statistic) 0.000000

. (EViews 9) (Auaa¥) galiall 1 juaall

zAsadl alale) a3 ralsl) iUl zigal a8l (EViews 9) (Slasl) gl pll gilis Jaliid g
(2014 — 2003 ) 3all ) ghuad palsl) ilil) sl

(L=7) ds>
(1988 alad A4 L) (3l A Chalsh gl
(S Mo ossla) (2014 — 2003) 52l

Al i) gad Jana SalS) i) | gl
- 473.866 2003
79.631 851.211 2004
1.864 867.078 2005
5.350 913.467 2006
9.961 1004.454 2007
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-1.306 1328.017 2009
11.777 1484.421 2010
3.711 1539.512 2011
13.072 1740.764 2012
12.933 1965.901 2013
-2.751 1911.822 2014
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